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Sponsors: Senators Brown, Harrington, and B. Jackson (Primary Sponsors).

Referred to:

A BILL TO BEENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATIONS FOR CURRENT OPERATIONS OF
STATE DEPARTMENTS, INSTITUTIONS, AND AGENCIES, AND FOR OTHER
PURPOSES.
The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE OF ACT
SECTION 1.1. This act shall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2016."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplish the purposes described in the budget. Savings
shall be effected where the total amounts appropriated are not required to perform these services
and accomplish these purposes and, except as allowed by the State Budget Act or this act, the
savings shall revert to the appropriate fund at the end of each fiscal year.

PART Il. CURRENT OPERATIONS AND EXPANSION GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2017, according to the following
schedule:

Current Operations — General Fund 2016-2017
EDUCATION

Community Colleges System Office $ 32,800,746
Department of Public Instruction 545,098,969

University of North Carolina — Board of Governors
Appalachian State University 0
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1 East Carolina University
2 Academic Affairs 0
3 Health Affairs 0
4 Elizabeth City State University 0
5 Fayetteville State University 0
6 North Carolina Agricultural and Technical State
7 University 0
8 North Carolina Central University 0
9 North Carolina State University
10 Academic Affairs 0
11 Agricultural Extension 0
12 Agricultural Research 0
13 University of North Carolina at Asheville 0
14 University of North Carolina at Chapel Hill
15 Academic Affairs 0
16 Health Affairs 0
17 Area Health Education Centers 0
18 University of North Carolina at Charlotte 0
19 University of North Carolina at Greensboro 0
20 University of North Carolina at Pembroke 0
21 University of North Carolina School of the Arts 0
22 University of North Carolina at Wilmington 0
23 Western Carolina University 0
24 Winston-Salem State University 0
25 General Administration 0
26 University Institutional Programs 98,909,109
27 Related Educational Programs 2,000,000
28 North Carolina School of Science and Mathematics 0
29 Aid to Private Colleges 0
30
31  Total University of North Carolina — Board of Governors $100,909,109
32
33 HEALTH AND HUMAN SERVICES
34
35  Department of Health and Human Services
36 Central Management and Support $ 14,819,907
37 Division of Aging and Adult Services 1,000,000
38 Division of Blind Services/Deaf/Hard of Hearing 0
39 Division of Child Development and Early Education 0
40 Health Service Regulation 0
41 Division of Medical Assistance (307,925,901)
42 Division of Mental Health 31,940,274
43 NC Health Choice 348,062
44 Division of Public Health 27,050,000
45 Division of Social Services 8,866,699
46 Division of VVocation Rehabilitation 0
47
48  Total Health and Human Services (% 223,900,959)
49
50 NATURAL AND ECONOMIC RESOURCES
51
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Department of Agriculture and Consumer Services

Department of Commerce
Commerce
Commerce State-Aid

Wildlife Resources Commission
Department of Environmental Quality

Department of Labor
Department of Natural and Cultural Resources
Natural and Cultural Resources
Roanoke Island Commission
JUSTICE AND PUBLIC SAFETY
Department of Public Safety
Judicial Department
Judicial Department — Indigent Defense
Department of Justice
GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
State Board of Elections
General Assembly
Office of the Governor
Office of the Governor
Office of State Budget and Management
OSBM - Reserve for Special Appropriations
Housing Finance Agency
Department of Insurance
Insurance

Office of Lieutenant Governor

DRS45488-MMa-161 [v.21] (05/16)

$ 4,374,876
6,333,349
0

229,328
6,828,794

602,904
4,162,536
0
57,310,302
19,124,375

5,763,410

4,794,909

3,344,306
143,385
368,695
742,185

1,100,251

1,319,275
114,904
320,330

5,000,000

0

945,085

21,197
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Department of Revenue
Department of Secretary of State

Department of State Treasurer
State Treasurer

6,310,070

900,264

293,076

State Treasurer — Retirement for Fire and Rescue Squad

Workers
Department of Military & Veterans Affairs

Department of Information Technology

0
514,717

8,220

RESERVES, ADJUSTMENTS, AND DEBT SERVICE

Contingency and Emergency Fund
Salary Adjustment Reserve

State Health Plan Contribution
OSHR Minimum of Market Adjustment

Reserve for Future Benefit Needs
Workers' Compensation Reserve
Information Technology Fund
Information Technology Reserve Fund
IT Reserve — Budget Transparency Project
Connect NC Bonds and Capital Improvement Reserve
One North Carolina Fund
Job Development Investment Grants (JDIG)
Film and Entertainment Grant Fund
Public Schools Average Daily Membership (ADM)
UNC System Enrollment Growth Reserve
Debt Service
General Debt Service
Federal Reimbursement
TOTAL CURRENT OPERATIONS -
ADJUSTMENTS TO THE GENERAL FUND

Page 4

0

27,000,000

0

0
(71,000,000)

0

0

11,434,239

0

1,142,267
(417,883)
(10,000,000)

0
(107,000,000)
(31,000,0000)

1,253,000
0

$405,880,268
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CAPITAL

Capital Improvements 8,561,000
TOTAL CAPITAL ADJUSTMENTS $ 8,561,000
TOTAL GENERAL FUND ADJUSTED BUDGET $ 414,441,268
TOTAL REVISED GENERAL FUND BUDGET $ 22,335,319,309

GENERAL FUND AVAILABILITY STATEMENT
SECTION 2.2. The General Fund availability used in developing the 2016-2017

budget is shown below:
FY 2016-2017

Description (In Millions)
Beginning Availability
Unappropriated Balance from Prior Fiscal Year $ 175,488,544
Anticipated Over Collections 330,200,000
Anticipated Reversions 358,439,524
FY 2015-2016 Savings from Deduction for Teachers' Classroom Expenses (1,500,000)
Transfer to Medicaid Transformation Reserve (150,000,000)
Less: Credit to Savings Reserve Account (300,000,000)
Less: Credit to Repairs and Renovations Reserve Account (178,157,017)
Beginning Unreserved Credit Balance $ 234,471,051
Revenues Based on Existing Tax Structure $ 21,417,800,000
Nontax Revenues
Investment Income $ 31,300,000
Judicial Fees 242,600,000
Disproportionate Share 147,000,000
Insurance 77,000,000
Master Settlement Agreement 127,500,000
Other Nontax Revenues 178,700,000
Highway Trust Fund Transfer 0
Highway Fund Transfer 0
Subtotal Nontax Revenues $ 810,200,000
Total General Fund Availability $ 22,462,471,051
Adjustments to Availability: 2016 Session
Transfer to Highway Trust Fund Future Transportation Bond Reserve ($ 52,500,000)
Transfer to Highway Fund Economic Development Critical Infrastructure (68,000,000)
Adjustment of Transfer from Insurance Regulatory Fund 146,887
Deduction for Teachers' Classroom Expenses (2,500,000)
Subtotal Adjustments to Availability ($ 121,853,113)
Total Availability $ 22,340,617,938
Less: Total General Fund Appropriations for 2016-2017 $ 22,335,319,309
Fiscal Year
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Unappropriated Balance Remaining $ 5,298,629

PART I1l. CURRENT OPERATIONS/HIGHWAY FUND

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1. Appropriations from the State Highway Fund for the maintenance and
operation of the Department of Transportation and for other purposes as enumerated are made for
the fiscal biennium ending June 30, 2017, according to the following schedule:

O©CoOoO~NOOUTPWDNPEF

Current Operations — Highway Fund
Department of Transportation

FY 2016-2017

General Administration 0
Division of Highways
Administration 0
Construction 2,800,000
Maintenance 27,476,344
OSHA Program 0
Ferry Operations 0
State Aid to Municipalities 0
Intermodal Divisions
Public Transportation 4,000,000
Aviation 34,500,000
Rail 0
Bicycle and Pedestrian 250,000
Governor's Highway Safety 0
Division of Motor Vehicles 6,989,125
Other State Agencies, Reserves, Transfers 51,148,382
Capital Improvements 135,000
Total Revised Adjustments to Highway Fund Appropriation $ 127,298,851

Total Highway Fund Appropriations

HIGHWAY FUND/AVAILABILITY STATEMENT

SECTION 3.2. The Highway Fund availability used in developing the 2016-2017

fiscal year budget is shown below:

$2,116,900,000

Highway Fund Availability Statement 2016-2017

Tax Revenue $ 24,499,525
Non-Tax Revenue 34,799,326
Transfer from the General Fund 68,000,000
Total Adjustment for Highway Fund Availability $ 127,298,851

Page 6
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Total Revised Highway Fund Availability $2,116,900,000
PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

HIGHWAY TRUST FUND APPROPRIATIONS

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated are made for the fiscal biennium ending June 30, 2017, according to the following
schedule:

Highway Trust Fund FY 2016-2017
Department of Transportation:

Program Administration $ 1,004,184
Construction:

Strategic Prioritization Program 29,860,816
Bonds:

Bond Redemption 52,500,000

Bond Interest 0
NC Turnpike Authority 0
Reserve for Visitor Centers 0
Total Highway Trust Fund Appropriation Adjustments $ 83,365,000
Total Revised Highway Trust Fund Appropriations $1,422,600,000

HIGHWAY TRUST FUND AVAILABILITY STATEMENT

SECTION 4.2. Section 4.2 of Session Law 2015-241 only applies to fiscal year
2015-2016. The Highway Fund availability used in adjusting the 2016-17 fiscal year budget is
shown below:

Highway Trust Fund Availability Statement FY 2016-2017
Tax Revenue $ 30,000,000
Non-Tax Revenue 865,000
Transfer from General Fund 52,500,000
Total Highway Trust Fund Availability Adjustments $ 83,365,000
Total Revised Highway Trust Fund Availability $1,422,600,000

PART V. OTHER APPROPRIATIONS

EDUCATION LOTTERY FUNDS
SECTION 5.1. Section 5.2(a) of S.L. 2015-241 reads as rewritten:
"SECTION 5.2.(a) The appropriations made from the Education Lottery Fund for the
2015-17 fiscal biennium are as follows:

FY 2015-2016 FY 2016-2017
Noninstructional Support Personnel $310,455,157 $314,950,482$316,352,729
Prekindergarten Program 78,252,110 £8;252,11082,252,110
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Public School Building Capital Fund 100,000,000 100,000,000
Scholarships for Needy Students 30,450,000 30,450,000
UNC Need-Based Financial Aid 10,744,733 10,744,733
Digital Learning Plan 29,000,000
School Facilities Needs Study 1,000,000
Instructional Supplies 10,000,000
K-12 Special Education Scholarships 5,800,000
UNC STEM and Health Merit Scholarships 5,000,000
UNC Technology to Improve Student Achievement 6,000,000
TOTAL $529,902,000 $534,39%325$596,599,572"

CIVIL PENALTY AND FORFEITURE FUND
SECTION 5.2. Section 5.3(a) of S.L. 2015-241 reads as rewritten:
"SECTION 5.3.(a) Appropriations are made from the Civil Penalty and Forfeiture Fund for
the fiscal biennium ending June 30, 2017, as follows:

FY 2015-2016 FY 2016-2017
School Technology Fund $18,000,000 $18,000,000
Drivers Education 0 27,393,768
State Public School Fund 132,320,490 128,341,640129,099,877
Total Appropriation $150,320,490 $173,735,;408%174,493,645"

PART VI. GENERAL PROVISIONS

RECURRING TRANSFER TO HIGHWAY TRUST FUND FOR DEBT SERVICE ON
FUTURE TRANSPORTATION BONDS

SECTION 6.1A. There is established in the Highway Trust Fund, the Future
Transportation Bond Reserve. The Office of the State Controller shall annually transfer from funds
available in the General Fund the sum of fifty-two million five hundred thousand dollars
($52,500,000) in recurring funds to the Future Transportation Bond Reserve established by this
section in the Highway Trust Fund. Funds in the Future Transportation Bond Reserve shall be
used only for debt service payments on future issuance of General Obligation bonds for critical
transportation infrastructure. Unexpended funds shall not revert.

ONE-TIME TRANSFER TO HIGHWAY FUND FOR CRITICAL INFRASTRUCTURE
FOR ECONOMIC DEVELOPMENT

SECTION 6.1B.(a) The State Controller shall transfer sixty-eight million dollars
($68,000,000) from the unreserved fund balance to the Highway Fund on June 30, 2016. This
section becomes effective June 30, 2016.

SECTION 6.1B.(b) Of the sixty-eight million dollars ($68,000,000) transferred in
subsection (a) of this section, thirty-five million dollars ($35,000,000) is appropriated from the
Highway Fund to a reserve fund for use by the North Carolina State Ports Authority for prioritized
capital improvements to State Port infrastructure and facilities. Thirty-three million dollars
($33,000,000) is appropriated from the Highway Fund to the Division of Aviation of the
Department of Transportation for prioritized capital improvements to public airports and
time-sensitive aviation capital improvement projects for economic development purposes.

UNIVERSITY INNOVATION COMMERCIALIZATION GRANT PROGRAM

SECTION 6.1.(a) Purpose. — In order to increase the number of high-tech, start-up
companies and enhance job creation resulting from research conducted by North Carolina's
universities, the University Innovation Commercialization Grant Program is established.

Page 8 DRS45488-MMa-161 [v.21] (05/16)
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SECTION 6.1.(b) Funding. — The sum of two million five hundred thousand dollars
($2,500,000) for fiscal year 2016-2017 is appropriated to a reserve in the Office of State Budget
and Management for the University Innovation Commercialization Grant Program.

SECTION 6.1.(c) Grants. — The Office of Science, Technology, and Innovation in the
Department of Commerce shall establish a competitive award process to provide funding to
develop and implement processes for technology proof of concept, validation, IP protection and
early/mid-stage product development/production, commercialization, and translation for
technologies developed by North Carolina Universities.

SECTION 6.1.(d) Eligibility. — Upon recommendation and guidance from a nonprofit
corporation contracted pursuant to this section, the Department of Commerce may make grant
awards from the funds provided in subsection (b) of this section only to a:

1) Constituent institution of The University of North Carolina.

2 Private college or university located in North Carolina.

SECTION 6.1.(e) Administration. — The Department of Commerce may use up to ten
percent (10%) of funds provided in this section to contract with one or more nonprofit
corporations to assist with the following:

1) Select university technologies for development based on commercial potential.

2 Create a development plan of key activities to make the technologies more

attractive to investors.

3) Guide implementation of these activities to assure efficient deployment of

funds and commercial-quality results.

Each nonprofit organization must demonstrate expertise in either life science
technologies including medical, biological, agricultural or nonlife sciences technologies, including
information technology, materials, and cyber security.

SECTION 6.1.(f) Reports. — The Office of Science, Technology, and Innovation in
the Department of Commerce and nonprofit corporation selected in subsection (c) of this section
shall provide an annual report to the Office of State Budget and Management and Fiscal Research
Division of the General Assembly no later than January 1 of each fiscal year. The report shall
detail expenditures and grants made from these funds and provide evidence of return on
investment, including, but not limited to, (i) the number of technologies brought to market; (ii) the
number of new companies founded; and (iii) data on jobs created, including occupational
classifications and salary ranges.

SECTION 6.1.(g) Oversight. — The Department of Commerce, in consultation with
the Office of State Budget and Management, shall provide monitoring and oversight of the
performance of a contract entered into pursuant to this section with a North Carolina nonprofit
corporation and of the funds granted to institutes of higher education.

SECTION 6.1.(h) Public Funds. — A North Carolina nonprofit corporation or institute
of higher education with which the Department contracts or grants funds pursuant to this section
shall use interest earned on State funds after receipt of the funds by the nonprofit corporation only
for the same purposes identified in subsection (c) of this section.

RALLYING INVESTORS AND SKILLED ENTREPRENEURS OF NC (RISE NC)

SECTION 6.2.(a) Purpose. — In order to increase the number of high-tech, start-up
companies and enhance job creation, RISE NC creates a statewide network that develops and
leverages existing North Carolina entrepreneurial management talent and recruits world-class
investors, skilled entrepreneurs, and managers to North Carolina.

SECTION 6.2.(b) Funding. — The sum of two million five hundred thousand dollars
($2,500,000) of nonrecurring funds for fiscal year 2016-2017 is appropriated to a reserve in the
Office of State Budget and Management for the Rallying Investors and Skilled Entrepreneurs of
NC (RISE NC) program.
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SECTION 6.2.(c) Grant. — The Office of Science, Technology, and Innovation in the
Department of Commerce shall establish a competitive award process to provide funding to one or
more North Carolina nonprofit corporations to perform the following:

1) The development of a statewide entrepreneurial network to connect serial

entrepreneurs to university start-ups.

2 The development of an entrepreneurship fellowship program; Grant funds shall
be matched on the basis of one dollar ($1.00) in grant funds for every two
dollars ($2.00) nongrant funds. Matching funds shall not include other State
funds.

SECTION 6.2.(d) Administration. — The Department of Commerce may use up to

five percent (5%) of funds provided in this section to administer this program.

SECTION 6.2.(e) Reports. — The Office of Science, Technology, and Innovation in
the Department of Commerce and nonprofit corporation selected in subsection (c) of this section
shall provide an annual report to the Office of State Budget and Management and Fiscal Research
Division of the General Assembly no later than January 1 of each fiscal year. The report shall
detail expenditures and grants made from these funds and provide evidence of return on
investment, including, but not limited to, (i) the number of new companies founded and (ii) data
on jobs created, including occupational classifications and salary ranges.

SECTION 6.2.(f) Oversight. — The Department of Commerce, in consultation with
the Office of State Budget and Management, shall provide monitoring and oversight of the
performance of a contract entered into pursuant to this section with a North Carolina nonprofit
corporation.

SECTION 6.2.(g) Public Funds. — A North Carolina nonprofit corporation with which
the Department contracts pursuant to this section shall use interest earned on State funds after
receipt of the funds by the nonprofit corporation only for the same purposes identified in
subsection (c) of this section.

SECTION 6.2.(h) Funds appropriated for the 2016-2017 fiscal year shall not revert at
the end of the fiscal year but shall remain available until expended.

CONTINUING BUDGET AUTHORITY
SECTION 6.3. G.S. 143C-5-4 reads as rewritten:

"8 143C-5-4. Enactment deadline-deadline; procedures to be followed when the Current
Operations Appropriations Act does not become law prior to the end of certain
fiscal years.

(a) Enactment Deadline. — The General Assembly shall enact the Current Operations
Appropriations Act by June 15 of odd-numbered years and by June 30 of even-numbered years in
which a Current Operations Appropriations Act is enacted.

(b) If Appropriations Act Does Not Become Law Prior to End of Certain Fiscal Years. — If
a fiscal year begins for which no current operations appropriations act has become law, then the
following procedures shall be followed and the following limitations shall apply:

(1)  Authority. — Unless otherwise provided by law, the Director of the Budget may
continue to allocate funds from all funds for expenditure by State departments,
institutions, and agencies at a level not to exceed the level of recurring
expenditures from those funds for the prior fiscal year. If the Director of the
Budget finds that projected revenues for the fiscal year will not support
expenditures at the level of recurring expenditures for the prior fiscal year, the
Director of the Budget shall allot funds at a lower level. In making these
allocations, the Director of the Budget shall ensure the prompt payment of the
principal and interest on bonds and notes of the State according to their terms.
Except as otherwise provided by this section, the limitations and directions on
the expenditure of funds for the prior fiscal biennium shall remain in effect.

Page 10 DRS45488-MMa-161 [v.21] (05/16)
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2

3)

Appropriation of Funds Necessary to Implement. — There is appropriated from
the appropriate State funds, cash balances, federal receipts, and departmental
receipts sums sufficient to implement the authority described in this subsection
for the applicable fiscal year.

Relation to Current Operations Appropriations Act. — The appropriations and
the authorizations to allocate and spend funds which are set out in this
subsection shall remain in effect until the Current Operations Appropriations
Act for the applicable biennium becomes law, at which time that act shall
become effective and shall govern appropriations and expenditures. When the
Current Operations Appropriations Act for that biennium becomes law, the
Director of the Budget shall adjust allotments to give effect to that act from July
1 of the fiscal year.

State  Employee Salaries. — The salary schedules and specific salaries
established for the prior fiscal year and in effect on June 30 of the prior fiscal
year for offices and positions shall remain in effect until the Current Operations
and Capital Improvements Appropriations Act for the current fiscal year
becomes law. State employees subject to G.S. 7A-102(c), 7A-171.1, or
20-187.3 shall not move up on salary schedules or receive automatic increases,
including automatic step increases, until authorized by the General Assembly.
School Employee Salaries. — Public _school employees paid on the teacher
salary schedule or the school-based administrator salary schedule shall not
move up on salary schedules or receive automatic step increases until
authorized by the General Assembly.

State's Employer Contribution Rate. — The State's employer contribution rates
budgeted for retirement and related benefits for the current fiscal year shall
remain the same as they are on June 30 of the prior fiscal year. These rates are
effective until the Current Operations Appropriations Act for the current fiscal
year becomes law and are subject to revision in that act. If that act modifies
those rates, the Director of the Budget shall further modify the rates set in that
act for the remainder of the fiscal year so as to compensate for the different
amount contributed between July 1 and the date the Current Operations
Appropriations Act becomes law so that the effective rates for the entire year
reflect the rates set in the Current Operations Appropriations Act.

Statutory Transfers to Reserves. — Notwithstanding G.S. 143C-4-2 and
G.S. 143C-4-3, funds shall not be reserved to the Savings Reserve Account or
the Repairs and Renovations Reserve Account, and the State Controller shall
not transfer funds from the unreserved credit balance to the those accounts on
June 30 of the prior fiscal year.

Federal Block Grant Funds and Other Grant Funds. — Notwithstanding
G.S. 143C-6-4, State agencies may, with approval of the Director of the
Budget, spend funds received from grants awarded during the current fiscal
year, including federal block grants that are for less than two million five
hundred thousand dollars ($2,500,000) that do not require State matching funds
and will not be used for a capital project. State agencies shall report to the Joint
Legislative Commission on Governmental Operations within 30 days of receipt
of such funds. State agencies may spend all other funds from grants awarded
during the current fiscal year, including federal block grants, only with approval
of the Director of the Budget and after consultation with the Joint Legislative
Commission on Governmental Operations. The Office of State Budget and
Management shall work with the recipient State agencies to budget grant
awards according to the annual program needs and within the parameters of the

DRS45488-MMa-161 [v.21] (05/16) Page 11
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respective granting entities. Depending on the nature of the award, additional
State personnel may be employed on a time-limited basis. Funds received from
such grants are hereby appropriated and shall be incorporated into the
authorized budget of the recipient State agency. Notwithstanding the provisions
of this subdivision, no State agency may accept a grant if acceptance of the
grant would obligate the State to make future expenditures relating to the
program receiving the grant or would otherwise result in a financial obligation
as a consequence of accepting the grant funds."

ENHANCE STATEWIDE GRANTS OVERSIGHT

SECTION 6.4. G.S. 143C-6-23 reads as rewritten:

"§ 143C-6-23. State assistance and grant funds: administration; oversight and reporting
requirements.

Definitions. — The following definitions apply in this section:

(a)

(b)
disbursing funds to the grantee-recipient a copy of that grantee's—recipient's policy addressing
conflicts of interest that may arise involving the grantee's-recipient’'s management employees and
the members of its board of directors or other governing body. The policy shall address situations

(1)  Contractor. — An entity subject to the contractor requirements, as well as any
entity that would be subject to the contractor requirements but for a specific
statute or rule exempting that entity from the contractor requirements.

(1a) Contractor requirements. — Article 3, 3C, 3D, 3E, 3G, or 8 of Chapter 143 of

the General Statutes and related Administrative Code Rules.

élé(l_b)@#ant—er—gtant—fands—State flnanC|aI assistance. — State funds dlsbursed as a

(2)

3)

(4)

gttant—by a State 3

Empteyees—el;ether—am#ar—meareal—ptegtamaaqencv as a qrant cooperatlve

agreement, noncash contribution, food commodities, direct appropriation, or
other transfer of funds to a recipient as defined in subdivision (2) of this

subsection.
Gtcantee— Recuglent — A non- State ent|ty that receives State fands—as—a—gttant

Gemmtssmaflnanmal a55|stance dlrectlv from a State agency to carry out part
of a State program.

Encumbrance. — A financial obligation created by a purchase order, contract,
salary commitment, unearned or prepaid collections for services provided, or
other legally binding agreement. A financial obligation is not an encumbrance
for purposes of this section unless it (i) is in writing and has been signed by a

person or entity who has authority to legally bind the grantee—er—subgrantee
recipient or subrecipient to spend the funds or (ii) was created by the provision

of goods or services to the grantee-or-subgrantee-recipient or subrecipient by a
third party under circumstances that create a legally binding obligation to pay
for the goods or services.

Sabgttantee—Subrecmlent — A non- State entlty that receives State f&nels—as—a

Gevemmenteeemnmssmrkfmanual aSS|stance from a recmlent to carry out part

of a State program but does not include an individual that is a beneficiary of
such program.

Conflict of Interest Policy. — Every grantee-recipient shall file with the State agency

in which any of these individuals may directly or indirectly benefit, except as the grantee's

Page 12
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recipient's employees or members of its board or other governing body, from the grantee's
recipient's disbursing of State funds, and shall include actions to be taken by the grantee-recipient
or the individual, or both, to avoid conflicts of interest and the appearance of impropriety. The
policy shall be filed before the disbursing State agency may disburse the State assistance funds.

(c) No Overdue Tax Debts. — Every grantee-recipient shall file with the State agency or
department disbursing funds to the grantee—recipient a written statement completed by that
grantee's-recipient's board of directors or other governing body stating that the grantee-recipient
does not have any overdue tax debts, as defined by G.S. 105-243.1, at the federal, State, or local
level. The written statement shall be made under oath and shall be filed before the disbursing State
agency or department may disburse the State assistance funds. A person who makes a false
statement in violation of this subsection is guilty of a criminal offense punishable as provided by
G.S. 143C-10-1.

(d) Office of State Budget Rudes-Must-Require Uniform-Administration-of State Grants.—
and Management. — The Office of State Budget and Management shall adopt tHes-policies and
procedures to ensure the uniform administration of State assrstance funds by all grantor State

agenC|es and grantee& eC|9|ents or sd

reqmmd—by—thts—subseetren— ubrecuglents The rules—shau—estabhslakpollues and procedures shaII
provide for disbursements of State assistance funds and for State agency oversight, monitoring,

and evaluation of grantees-recipients and subgrantees—subrecipients. The policies and procedures
shall:
1) Ensure that the purpose and reporting requirements of the State assistance funds

are specified to the grantee-recipient.
2 Ensure that grantees-recipients specify the purpose and reporting requirements

for State assrstance funds made to sulegranteee ubrecrplents

#unds—'Fheee—peheree—ehaH—reqerre—Requrre each grantee—r ecrgrent and
subgrantee-subrecipient to ensure that, for accounting purposes, State funds and

interest earned on those funds remain separate and apart from other funds in the

possession or control of the grantee-recipient and subgrantee-subrecipient.
(6) Establish mandatery—minimum periodic reporting requirements to be

established by State agencies for grantees—recipients and subgrantees;
subrecipients, including methods of reporting, to provide separate accounting of

all State funds, a separate accounting of funds used for administration, and
other fmancra and program performance mformatlon 4he—mandatery—|eened+e

@) Require grantees-recipients and subgrantees-subrecipients to maintain reports,
records, and other information to properly account for the expenditure of all

State assistance funds and to make such reports, records, and other information
available to the granter-awarding State agency for oversight, monitoring, and
evaluation purposes.
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(9a) Require a State agency that oversees a State assistance program to develop a
monitoring plan for that program and to submit the plan and any additional
information regarding the plan to the Office of State Budget and Management.

(10)  Provide procedures for the suspension of further disbursements or use of State
assistance funds for noncompliance with these rues-policies and procedures or
other inappropriate use of the funds.

(11) Provide procedures for use in appropriate circumstances for reinstatement of
disbursements that have been suspended for noncompliance with these policies
and procedures or other inappropriate use of State assistance funds.

(12) Provide procedures for the recovery and return to the granterawarding State
agency of unexpended State assistance funds from a grantee—er—subgrantee
recipient or subrecipient (i) in accordance with subsection (f1) of this section or
(i1) in the event that the grantee-er-subgrantee-recipient or subrecipient is unable
to fulfill the purposes of the State assistance for a reason not set forth in that
subsection.

(d1) Required State Assistance Terms. — The terms of each agreement governing the use of
the State assistance shall include all of the following, which shall be deemed a part of the award of
State assistance:

(1)  The limitation contained in G.S. 143C-6-8 concerning the availability of
appropriated funds.

(2) The relevant provisions of any legislation authorizing or governing the
administration of the State assistance funds.

(3) The terms of this sectlon

tetheprewﬂen&eiempter;l%@%eﬁheeeneﬂalétatute&Pohmes and Procedures Are Not Sub|ect

to the Administrative Procedure Act. — Policies and procedures adopted pursuant to subsection (d)
of this section are not subject to the provisions of Chapter 150B of the General Statutes.
)] Suspensron and Recovery of Funds to State Assrstance Recrplents for Noncomplrance

subseetleerhere a recipient or subrecrplent is noncompliant wrth this Part or the polrcres and

procedures adopted pursuant to subsection (d) of this section, or where a recipient or subrecipient
is unable to fulfill the obligations or purposes of the State assistance, has inappropriately used
State assistance funds or is noncompliant with relevant reporting or other requirements, the Office
of State Budget and Management may take the actions set forth below in this subsection. If the
State assistance funds are a pass-through of funds awarded by an agency of the United States, then
the Office of State Budget and Management must consult with the awarding agency of the United
States and the State agency that is the recipient of the pass-through funds prior to taking the
actions authorized by this subsection. The authorized actions are as follows:
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(1)  With respect to a recipient or a subrecipient, and after consultation with the
administering State agency, suspend disbursement of State assistance funds,
prevent further use of State assistance funds already disbursed, and recover
State assistance funds already disbursed.

(2)  With respect to an administering State agency, and after 90 days' notice to give
the administering State agency an opportunity to correct the noncompliance,
suspend disbursement of State assistance funds.

(f1)  Return of State Assistance Funds. — Except as otherwise required by federal law, a
grantee-or-subgrantee-recipient or subrecipient shall return to the State all affected State assistance
funds and interest earned on those funds if any of the following occurs:

1) The funds are in the possession or control of a grantee-recipient and are not
expended, made subject to an encumbrance, or disbursed to a subgrantee
subrecipient by August 31 immediately following the fiscal year in which the
funds are appropriated by the General Assembly, or a different period set forth
in the terms of the applicable appropriation or federal grant.

2 The funds remain unexpended at the time that the grantee—or—subgrantee
recipient or subrecipient dissolves, ceases operations, or otherwise indicates
that it does not intend to spend the funds.

3) The Office of State Budget and Management seeks to recover the funds
pursuant to subsection (f) of this act.

(f2)  Use of Returned State Assistance Funds. — Encumbered funds returned to the State
pursuant to subsection (f1) of this section by a grantee-er-subgrantee-recipient or subrecipient shall
upon appropriation by the General Assembly be spent in accordance with the terms of the
encumbrance. All other funds returned to the State by a grantee—er—subgrantee—recipient or
subrecipient pursuant to subsection (f1) of this section shall be credited to the fund from which
they were appropriated and shall remain unexpended and unencumbered until appropriated by the
General Assembly. Nothing in this section shall be construed to authorize an expenditure pursuant
to an unlawful encumbrance or in a manner that would violate the terms of the appropriation of the
State assistance funds at issue.

(9) Audit Oversight. — The State Auditor has audit oversight, with respect to State
assistance funds received by the grantee—er—subgrantee—recipient or subrecipient, pursuant to
Article 5A of Chapter 147 of the General Statutes, of every grantee-ersubgrantee—recipient or
subrecipient, that receives, uses, or expends State assistance funds. A
recipient or subrecipient must, upon request, furnish to the State Auditor for audit all books,
records, and other information necessary for the State Auditor to account fully for the use and

expenditure of State assistance funds received by the grantee—er—subgrantee—recipient or

subrecipient. The grantee—er—subgrantee—recipient or subrecipient must furnish any additional
financial or budgetary information requested by the State Auditor, including audit work papers in

the possession of any auditor of a grantee-er-subgrantee-recipient or subrecipient directly related to
the use and expendlture of State asswtance funds

(hy F
by—May—l—e#ever—sueeeedmgyear—th&Noncompllance Reports — The Offlce of State Budget and
Management shall atiy 3
the—Ftseal—ReseaFeh—DMsmn—en—mamtam a list that IS publlclv avallable of aII gFantee—eF
subgrantee-recipient or subrecipient that failed to comply with this section with respect to State
assmtance funds recelved in the prlor flscal year.
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() Use of Interest Earned on State Assistance Funds. — Except as otherwise required by
federal law or the terms of a federal grant, interest earned on State assistance funds after receipt of
the funds by a grantee-orsubgrantee-recipient or subrecipient shall be credited to the grantee—or
subgrantee-recipient or subrecipient and shall be used for the same purposes for which the State
assistance or sub-award was made.

(K) Reporting by Grantees—and—Subgrantees—Recipient or Subrecipient That Cease
Operations. — A grantee-or-subgrantee-recipient or subrecipient that intends to dissolve or cease
operations shall report that decision in writing to the Office of State Budget and Management and
to the Fiscal Research Division at least 30 days prior to taking that action.

()} The reporting and audit requirements of this Subchapter do not apply to:

(1) Awards to non-State entities subject to the audit and other reporting
requirements of the Local Government Commission;

(2)  Tuition assistance to students;

(3)  Public assistance payments from Federal entitlement programs to or on behalf
of enrolled individuals; or

(4)  State funds disbursed to a contractor as defined in this subchapter.”

CONFORMING CHANGES TO BOARD OF BARBER EXAMINERS
SECTION 6.5.(a) G.S. 86A-6 reads as rewritten:
"8 86A-6. Office; seal; officers and executive director; funds.

The Board shall maintain a suitable office in Raleigh, and shall adopt and use a common seal
for the authentication of its orders and records. The Board shall annually elect its own officers, and
in addition, may elect or appoint a full-time executive director who shall not be a member of the
Board and Whose salary shaII be flxed by the Board —'Fhaexeeumr&mreeter'—shau—tdmever—teJEhe

SECTION 6.5.(b) G.S. 86A-7 reads as rewritten:

"§ 86A-7. Salary and expenses; employees; audits; annual reports to the Governor.

€)) Each member of the Board of Barber Examiners shall be reimbursed for his actual
expenses and shall receive compensation and travel allowance according to G.S. 93B-5 for the
distance traveled in performance of his duties. The expenses, compensation and all other salaries
and expenses in connection with the administration of this Chapter, shall be paid upenr—warrant
drawn-on-the-State Treasurer-solely from the funds derived from fees collected and received under
this Chapter.

(b) The Board shall employ such agents, assistants and attorneys as it deems necessary.

(©) Repealed by Session Laws 1981, c. 884, s. 6.

(d) Repealed by Session Laws 1983, c. 913, s. 8.

(e) The Board shall report annually to the Governor, a full statement of its receipts and
expenditures, and also a full statement of its work during the year, together with such
recommendations as it may deem expedient.”

CONFORMING CHANGES TO BOARD OF COSMETIC ARTS
SECTION 6.6. G.S. 88B-6 reads as rewritten:
"§ 88B-6. Board office, employees, funds, budget requirements.
@ The Board shall maintain its office in Raleigh, North Carolina.
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(b) The Board shall employ an executive director who shall not be a member of the Board.
The executive director shall keep all records of the Board, issue all necessary notices, and perform
any other dutles requwed by the Board

(© W ,
Reseerees—the—The Board may employ as many inspectors, |nvest|gators and other staff as
necessary to perform inspections and other duties prescribed by the Board. Inspectors and
investigators shall be experienced in all parts of cosmetic art and shall have authority to examine
cosmetic art shops and cosmetic art schools during business hours to determine compliance with
this Chapter.

(d) g B
sebjeet—te—the—Nerth—Gare#na—Heman—Reseerees—Aet—The executlve d|rector shaII serve at the

pleasure of the Board.

CONFORMING CHANGES TO BOARD OF OPTICIANS
SECTION 6.7.(a) G.S. 90-245 reads as rewritten:
"8§ 90-245. Collection of fees.
The secretary to the Board is hereby authorized and empowered to collect in the name and on
behalf of thls Board the fees prescrlbed by thls Artrele—and—shau—turnﬂfer—tethe%tate—ﬁeasurer

Garehnaétate—Beard—ef—@ptrerans—and—sard—Artlcle The funds shaII be hefd—and—expended under

a-exclusively for the

admrnrstratlon and enforcement of the provrsrons of thls Artlcle Nethmg—rn—thrs—Artrele—shaf-l—be

SECTION 6.7.(b) G.S. 90-270.18(a) is repealed.

CONFORMING CHANGES TO BOARD OF AUCTIONEERS
SECTION 6.8.(a) G.S. 85B-4.1 reads as rewritten:
"8 85B-4.1. Auctioneer Recovery Fund.

@ In addition to license fees, upon application for a license or renewal of a license, the
Commission may charge the applicant or licensee up to fifty dollars ($50.00) per year to be
included in the Fund.

(b) The Commission shall maintain at least two hundred thousand dollars ($200,000) in the
Fund for use as provided in this Chapter. The Fund may be invested by-the-State—TFreasurer-in
interest bearing accounts, and any interest accrued shall be added to the Fund. Sufficient liquidity
shall be maintained to msure that funds will be available to satlsfy clalms processed through the
Board. Ay ! VECRVETSS A 3 3 3 .

SECTION 6.8.(b) G.S. 85B-6 reads as rewritten:
"§ 85B-6. Fees; local governments not to charge fees or require licenses.

@ The Commission shall collect and remit to the State Treasurer fees in an amount not to
exceed the following:
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CONFORMING CHANGES TO BOARD OF ELECTROLYSIS
SECTION 6.9. G.S. 88A-7 reads as rewritten:

"8 88A 7. Applma@Wef—l%eeeut%—Be@get—Aet—aumt—Audlt over3|ght

undeHhe—supeF\Aae#ef—the—mFeetepef—the—Budget—The prOV|S|ons of the Executlve Budget Act
apply to this Chapter. The Board is subject to the oversight of the State Auditor under Article 5A

of Chapter 147 of the General Statutes."

CONFORMING CHANGES TO BOARD OF PSYCHOLOGY
SECTION 6.10. G.S. 90-270.18(a) is repealed.

STATEWIDE MISDEMEANANT CONFINEMENT FUND

SECTION 6.11. G.S. 148-10.4(d) reads as rewritten:

"(d)  Fund Uses. — Moneys in the Fund may be used for the following:

1) Reimbursements by the Sheriffs' Association to counties for the costs of
housing misdemeanants under the Program, including the care, supervision, and
transportation of those misdemeanants.

2 Reimbursements to the Division of Adult Correction for the cost of housing
misdemeanants transferred to the Division pursuant to G.S. 148-32.1(b3),
including the care, supervision, and transportation of those misdemeanants.

3) To pay the Sheriffs' Association for administrative and operating expenses
pursuant to subsection (e) of this section.

4) To pay the Division of Adult Correction for administrative and operating
expenses pursuant to subsection (e) of this section.

(5) Reimbursements to counties pursuant to Article 1X, Section 7(a) of the North
Carolina Constitution. The Administrative Office of the Courts (AOC) shall
calculate the amount collected from each county and sent to the Fund from July
1, 2011, to September 18, 2015, as a result of the fifty dollars ($50.00)
improper equipment fee established by Section 31.26(c) S.L. 2011-145. After
calculating the amounts, AOC shall report them to the Department of Public
Safety by June 25, 2016. Beginning on July 1, 2016, the Department of Public
Safety shall reimburse each county its respective amount from the Fund."

USE OF PROCEEDS FROM SALE OR LEASE OF STATE-OWNED PROPERTY IN

WAKE COUNTY

SECTION 6.12.(a) G.S. 146-30 is amended by adding a new subsection to read:

"(d) Notwithstanding subsection (a) of this section, the net proceeds of any disposition by
sale or lease of State-owned real property located in Wake County made in accordance with this
Subchapter shall be handled in accordance with the following priority: First, in accordance with
the provisions of any trust or other instrument of title whereby title to such real property was
heretofore acquired or is_hereafter acquired; and second, any remaining net proceeds shall be
transferred to the State Government Facility Modernization Fund established by G.S. 146-26.2."

SECTION 6.12.(b) Article 6 of Chapter 146 of the General Statutes is amended by
adding a new section to read:
"8 146-26.2. State Government Facility Modernization Fund.

The State Government Facility Modernization Fund is established as a special fund to be
administered by the Office of State Budget and Management. The Fund consists of the net
proceeds of real property dispositions transferred to it pursuant to G.S. 146-30(d) and any other
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funds appropriated to it by the General Assembly. Moneys in the Fund may be used (i) to acquire
real property in Wake County to be used for State purposes; (ii) to fund improvements to
State-owned real property; and (iii) to engage in demolition activities in connection with the
acquisition or rehabilitation of State-owned real property. Any funds in the Fund are hereby
appropriated for these purposes. Acquisitions and projects funded with funds from this Fund shall
accord in all respects with the provisions of this Article."

SECTION 6.12.(c) G.S. 146-30(d) and G.S. 146-26.2, as enacted by this section, shall
not apply to the disposition of proceeds of any portion of the Dorothea Dix property.

HEALTH CONTINGENCY RESERVE
SECTION 6.13.(a) Section 12H.38(a) of S.L. 2014-100 reads as rewritten:
"SECTION 12H.38.(a) There is established in the General Fund the Medicaid Contingency
Reserve. The Office of the State Controller shall reserve from funds available in the General Fund
the sum of one hundred eighty-six million three hundred seventy-two thousand six hundred
seventy-three dollars ($186,372,673) in recurring funds to the Medicaid Contingency Reserve.

Funds |n the Medlcald Contmgency Reserve shaII be used—emy—fe*—badget—shertfaus—m—the

stateW|de reserve for the foIIowmq purposes

(1)  Seventy-one million dollars ($71,000,000) for the State Health Plan for
Teachers and State Employees if the General Assembly deems that the State
Health Plan has met the requirements of Section 30.26 of S.L. 2015-241.

(2)  Fifty million dollars ($50,000,000) for the Division of Medical Assistance to
cover budget shortfalls in the Medicaid or Health Choice Programs that occur
during the 2015-2016 and 2016-2017 fiscal year. These funds shall be available
for expenditure only upon an appropriation by act of the General Assembly or
approval by the Director of the Budget.

a. It is the intent of the Director of the Budget to transfer cash out of
reserve, not to exceed fifty million dollars ($50,000,000) during the

2016-2017 fiscal year only if:

1. The Director of the Budget, after the State Controller has
verified that receipts are being used appropriately, has found that
additional funds are needed to cover a shortfall in the Medicaid
budget for the State fiscal year.

The Director of the Budget has reported immediately to the
Fiscal Research Division on the amount of the shortfall found in
accordance with subdivision (1) of this subsection. This report
shall include an analysis of the causes of the shortfall such as, (i)
unanticipated enrollment and mix of enrollment, (ii)
unanticipated growth or utilization within particular service
areas, (iii) errors in the data or analysis used to project the
Medicaid budget, (iv) the failure of the program to achieve
budgeted savings, (v) other factors and market trends that have
impacted the price of or spending for services, (vi) variations in
receipts from prior years or from assumptions used to prepare
the Medicaid budget for the current fiscal year, or (vii) other
factors. The report shall also include data in an electronic format
that is adequate for the Fiscal Research Division to confirm the
amount of the shortfall and its causes."

SECTION 6.13.(b) Section 12H.38(b) of S.L. 2014-100 reads as rewritten:

N
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"SECTION 12H.38.(b) Itis-the-intentofthe-General-Assembly-to-appropriate-fundsfrom-the
Medicaid-Contingency-Reserve-onrhyif:The sixty-five million three hundred seventy-two thousand

six_hundred seventy—three dollars ($65,372,673) remaining in the reserve may only be used for
budget shortfalls in the Medicaid Program that occur during the 2016-2017 fiscal year. These
funds shall be available for expenditure only upon an appropriation by act of the General

Assembly.

SECTION 6.13.(c) Nothing in this section shall be construed to limit the authority of
the Governor to carry out his duties under the Constitution.

PART VII. INFORMATION TECHNOLOGY

INFORMATION TECHNOLOGY FUND
SECTION 7.1.(a) Section 7.1 of S.L. 2015-241 reads as rewritten:
"SECTION 7.1. The availability used to support appropriations made in this act from the
Information Technology Fund established in G.S. 147-33.72H is as follows:

FY 2015-2016 FY 2016-2017
General Fund Appropriation for IT Fund $21,755,191 $21,681,854$31,956,093

Appropriations are made from the Information Technology Fund for the 2015-2017 fiscal
biennium as follows:

Criminal Justice Information Network $193,085 $193,085
Center for Geographic Information and Analysis $503,810 $503,810
Enterprise Security Risk Management $871,497 $871:4978$1,421,479
Staffing and Strategic Projects $7,873,903  $7873,903$17,273,903
First Net (State Match) $140,000 $140,000
Enterprise Project Management Office $1,501,234 $1,501,234
IT Strategy and Standards $865,326 $865,326
State Portal $233,510 $233,510
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Process Management $398,234 $398,234
IT Consolidation $0 $0
Government Data Analytics Center $9,101,255 $9,101,255
Compensation Reserve $73,337 $0$324,239

Unless a change is approved by the State Chief Information Officer after consultation with the
Office of State Budget and Management, funds appropriated to the Information Technology Fund
shall be spent only as specified in this section. Changes shall not result in any degradation to the
information technology operations or projects listed in this section for which the funds were
originally appropriated.

Any changes to the specified uses shall be reported in writing to the chairs of the Joint
Legislative Oversight Committee on Information Technology, the chair and cochair of the House
Appropriations Committee on Information Technology, and the Fiscal Research Division."

INFORMATION TECHNOLOGY INTERNAL SERVICE FUND

SECTION 7.2. Section 7.2 of S.L. 2015-241 reads as rewritten:

"SECTION 7.2.(a) IT Internal Service Fund. — For the 2015-2016 fiscal year, receipts for the
IT Internal Service Fund shall not exceed one hundred eighty-eight million dollars
($188,000 OOO) For flscal year 2016-2017, recelpts for the Internal Service Fund shall not exceed
. —one hundred eighty million seven
hundred thousand dollars ($180 700 OOO) For eaeh—year—ef—the%@i%—%@%?—ﬂseal—bmme%—the
2015-2016 fiscal year, receipts may be increased for specific purposes to a maximum of one
hundred ninety-five million dollars ($195,000,000). For the 2016-2017 fiscal year, receipts may be
increased to a maximum of one hundred eighty-six million seven hundred thousand dollars
($186,700,000) following consultation with the Joint Legislative Commission on Governmental
Operations each time a requirement for an increase is identified. Rates approved by the Office of
State Budget and Management (OSBM) to support the IT Internal Service Fund shall be based on
this fund limit.

"SECTION 7.2.(b) For the 2015-2016 fiscal year, receipts in excess of requirements,
including information technology equipment and fixtures, shall be maintained in a separate
account to be managed by the Office of State Budget and Management. The amounts received
shall be used for the following purposes:

1) To offset agency budget shortfalls resulting from Department of Information
Technology rate increases.

(2 To offset Department of Information Technology Internal Service Fund budget
shortfalls, if approved by the Office of State Budget and Management. Any use
of excess receipts shall be reported to the Joint Legislative Oversight
Committee of Information Technology and the Fiscal Research Division.

"SECTION 7.2.(c) For the 2016-2017 fiscal year, budget requirements and associated rates
shall be developed based on actual service costs for fiscal year 2014-2015. These budget
requirements and associated rates shall be developed and reported to the Joint Legislative
Oversight Committee on Information Technology and the Fiscal Research Division by October 1,
2016.

"SECTION 7.2.(d) For the 2016-2017 fiscal year, receipts collected for IT Internal Service
Fund services shall only be used for the specific purposes for which they were collected and are
hereby appropriated for those purposes. Funds collected for information technology equipment
and fixtures shall be separately maintained and accounted for by the Department of Information
Technology, and such funds shall be used only for the replacement of the fixtures and equipment
for which the funds were collected. By December1-2015,-December 1, 2016, the Department of
Information Technology shall report to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the means and methods by which it is in
compliance with the requirements of this subsection.
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"SECTION 7.2.(e) Agency Billing and Payments. — The State Chief Information Officer shall
ensure that bills from the Department of Information Technology are easily understandable and
fully transparent. If a State agency fails to pay its IT Internal Service Fund bill within 30 days of
receipt, the Office of State Budget and Management may transfer funds from the agency to fully
or partially cover the cost of the bill from that agency to the IT Internal Service Fund following
notification of the affected agency.”

INFORMATION TECHNOLOGY RESERVE
SECTION 7.3. Section 7.3 of S.L. 2015-241, as amended by Section 2.1 of S.L.
2015-268, reads as rewritten:
"SECTION 7.3.(a) The appropriations for the Information Technology Reserve Fund for the
2015-2017 fiscal biennium are as follows:
FY 2015-2016 FY 2016-2017

Government Data Analytics Center $8,100,000 $8,160,000$9,260,000
Improve Efficiency and Customer

Service through IT Modernization $8,127,991 $8,061,512
IT Restructuring $2,775,184 $2,978,812
Economic Modeling Initiative $500,000 $500,000
Maintenance Management System Replacement $173,180 $129,901
NC Connect $593,899 $788,503
E-Forms/Digital Signatures $762,115 $762,115
Law Enforcement Information Exchange $288,474 0

"SECTION 7.3.(b) Of the funds appropriated for Information Technology Modernization,
four hundred twenty-four thousand nine hundred seventy-four dollars ($424,974) for fiscal year
2015-2016 and four hundred six thousand three hundred seventy-four dollars ($406,374) for fiscal
year 2016-2017 shall be transferred to the Department of Revenue to fund three security positions.
The security positions shall include a Security Design Engineer, a Security Impact Analyst, and a
Security Specialist.

"SECTION 7.3.(c) The funds appropriated for Maintenance Management System
Replacement shall be transferred to the Department of Administration to support the acquisition of
a cloud-based facilities management system. The system shall include core system functionality
consisting of maintenance, inventory, and utility management systems. The system shall also
include three additional modules for system failure alerts, automation of utility bills, and the
extension of maintenance management to mobile devices.

"SECTION 7.3.(d) The funds appropriated for IT Restructuring shall be used solely for
information technology restructuring planning and implementation.

"SECTION 7.3.(e) Funds appropriated to the Information Technology Reserve Fund shall be
spent only as specified in this section unless a change is approved by the State Chief Information
Officer after consultation with the Office of State Budget and Management. An authorized change
may not result in any degradation to the information technology operations or projects listed in
this section for which the funds were originally appropriated. Any changes to the specified uses
for the funds shall be reported immediately, in writing, to the chairs of the Joint Legislative
Oversight Committee on Information Technology, the chairs of the House Appropriations
Committee on Information Technology, and the Fiscal Research Division.

"SECTION 7.3.(f) The Office of State Budget and Management shall establish a fund code
for the Information Technology Reserve Fund and shall manage it separately from other funding
for the Department of Information Technology and the State Chief Information Officer."

PERMIT REALLOCATION OF FUNDS APPROPRIATED FOR IT RATE INCREASES
SECTION 7.4. The Office of State Budget and Management may reallocate funds,
appropriated in this act for the purpose of paying IT Internal Service Fund bills, as necessary
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between agencies, to fund increases resulting from the new rate structure that was implemented by
the Department of Information Technology in the 2015-2016 fiscal year.

ADJUST BUDGETS AS NECESSARY DUE TO TRANSFER OF FUNCTIONS

SECTION 7.4A. The Office of State Budget and Management may, after coordination
with the Department of Information Technology, the Department of Environmental Quality, and
the Department of Natural and Cultural Resources, adjust IT budgets as appropriate to support the
programs, divisions, entities, commissions, boards, and councils transferred to the Department of
Natural and Cultural Resources under S.L. 2015-241.

INFORMATION TECHNOLOGY SPENDING TRANSPARENCY

SECTION 7.5.(a) In order to provide full transparency into IT spending, all State
Agencies identified as participating agencies in G.S. 143B-1305(c), together with all divisions,
boards, commissions, or other State entities for which the participating agencies have budgetary
authority, shall realign IT budgets and expenditures in a fund code (or codes) separate from the
remainder of the agency's budget. Changes shall be completed by September 30, 2016, and
effective July 1, 2016.

SECTION 7.5.(b) As outlined in G.S. 143B-1305(d), the Department of Public
Safety, the Community College System Office, and the State Board of Elections shall work with
the State CIO to plan their transition to the Department. In preparation for this transition, these
entities shall realign IT budgets and expenditures in a fund code (or codes) separate from the
remainder of the agency's budget by October 1, 2018.

SECTION 7.5.(c) It is the intent of this legislation that all remaining State agencies
together with all divisions, boards, commissions, or other State entities for which the agencies
have budgetary authority, shall realign IT budgets and expenditures in a fund code (or codes)
separate from the remainder of the agency's budget by the conclusion of the 2018-2019 fiscal year.
This section does not apply to the legislative or judicial branches of government or The University
of North Carolina and its constituent institutions, who are exempt under G.S. 143B-1300(b).

APPRENTICESHIPS AND CAREER-BASED OPPORTUNITIES IN CYBERSECURITY
FOR DISABLED VETERANS

SECTION 7.6.(a) The cybersecurity apprenticeship program created pursuant to this
act shall provide training, apprenticeships and career-based opportunities for disabled veterans
within the State of North Carolina. Opportunities may be offered to qualifying veterans with at
least a ten percent (10%) disability rating established by the Veterans Administration and at the
discretion of the State Chief Information Officer.

SECTION 7.6.(b) The State Chief Information Officer shall conduct a competitive
process to select disabled veterans to participate in the cybersecurity apprenticeship program.
Participants will have the opportunity to apply concepts, protocols, and tools acquired through the
program by working side-by-side with experts in cybersecurity within the State of North Carolina.

SECTION 7.6.(c) Of the funds appropriated by this act for the support of the
cybersecurity apprenticeship program, the Department of Information Technology may use up to
five percent (5%) for costs associated with administering this program.

ESTABLISH GENERAL FUND BUDGET

SECTION 7.7. Notwithstanding G.S. 143C-6-4, the Office of State Budget and
Management shall adjust the Department of Information Technology's certified and authorized
budget and expenditures by making transfers among purposes or programs for the purpose of
establishing the Department's General Fund appropriated operating budget within General Fund
budget code 14660 and thereby reducing the need to utilize the Statewide Reserve budget code
19044. Changes shall be completed by September 30, 2016, with an effective date of July 1, 2016.
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PART VIII. PUBLIC SCHOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 8.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand nine hundred eighty-five dollars and
fifty-three cents ($3,985.53) per child. Each local school administrative unit shall receive funds for
the lesser of (i) all children who are identified as children with disabilities or (ii) twelve and
one-half percent (12.5%) of its 2016-2017 allocated average daily membership in the local school
administrative unit. The dollar amounts allocated under this section for children with disabilities
shall also adjust in accordance with legislative salary increments, retirement rate adjustments, and
health benefit adjustments for personnel who serve children with disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN
SECTION 8.2.(a) Section 8.2 of S.L. 2015-241 reads as rewritten:

"SECTION 8.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand two hundred eighty
dollars and seventy cents ($1,280.70) per child for fiscal years-year 2015-2016 and one thousand
two hundred ninety-five dollars and twenty-seven cents ($1,295.27) per child for fiscal year
2016-2017. A local school administrative unit shall receive funds for a maximum of four percent
(4%) of its 2015-2016 allocated average daily membership, regardless of the number of children
identified as academically or intellectually gifted in the unit. The dollar amounts allocated under
this section for academically or intellectually gifted children shall also be adjusted in accordance
with legislative salary increments, retirement rate adjustments, and health benefit adjustments for
personnel who serve academically or intellectually gifted children."

LITIGATION RESERVE FUNDS

SECTION 8.3. The State Board of Education may expend up to five hundred
thousand dollars ($500,000) for the 2016-2017 fiscal year from unexpended funds for licensed
employees' salaries to pay expenses related to litigation.

UMSTEAD ACT EXEMPTION FOR NC VIRTUAL PUBLIC SCHOOL
SECTION 8.4.(a) G.S. 66-58(a) reads as rewritten:
"8 66-58. Sale of merchandise or services by governmental units.

@ Except as may be provided in this section, it shall be unlawful for any unit, department
or agency of the State government, or any division or subdivision of the unit, department or
agency, or any individual employee or employees of the unit, department or agency in his, or her,
or their capacity as employee or employees thereof, to engage directly or indirectly in the sale of
goods, wares or merchandise in competition with citizens of the State, or to engage in the
operation of restaurants, cafeterias or other eating places in any building owned by or leased in the
name of the State, or to maintain service establishments for the rendering of services to the public
ordinarily and customarily rendered by private enterprises, or to provide transportation services, or
to contract with any person, firm or corporation for the operation or rendering of the businesses or
services on behalf of the unit, department or agency, or to purchase for or sell to any person, firm
or corporation any article of merchandise in competition with private enterprise. The leasing or
subleasing of space in any building owned, leased or operated by any unit, department or agency
or division or subdivision thereof of the State for the purpose of operating or rendering of any of
the businesses or services herein referred to is hereby prohibited.

(b) The provisions of subsection (a) of this section shall not apply to:

Q) Counties and municipalities.
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2 The Department of Health and Human Services or the Department of
Agriculture and Consumer Services for the sale of serums, vaccines, and other
like products.

3) The Department of Administration, except that the agency shall not exceed the
authority granted in the act creating the agency.

4) The State hospitals for the mentally ill.

5) The Department of Health and Human Services.

(6) The North Carolina School for the Blind at Raleigh.

(6a)  The Division of Juvenile Justice of the Department of Public Safety.

@) The North Carolina Schools for the Deaf.

(7a) The North Carolina Virtual Public School.

SECTION 8.4.(b) G.S. 66-58(c)(20) is repealed.

DIGITAL LEARNING PLAN IMPLEMENTATION

SECTION 8.6. Funds appropriated in this act for the State Board of Education to
implement the Digital Learning Plan shall be used to support local education agencies (LEAS) for
(i) delivering educator professional development focused on using digital and other instructional
technologies to provide high-quality, integrated digital teaching and learning to all students, (ii)
for the State Board of Education to contract with the Friday Institute at NCSU to manage
implementation of the NC Digital Learning Plan, and (iii) acquiring quality digital content to
enhance instruction. Up to six million dollars ($6,000,000) may be used by the Department of
Public Instruction to (i) provide educational resources that remain current, are aligned with
curriculum, selected in collaboration with a task force of superintendents, are electronically
available to all local education agencies (LEAS), and are effective for all learners.

DIFFERENTIATED PAY FOR ADVANCED TEACHER ROLES

SECTION 8.7.(a) Funds appropriated to the North Carolina Endowment Fund shall
be used to support the pilot implementation of the Performance Plus initiative. The purpose of this
initiative is to provide local school administrative units with funds to prototype advanced teaching
roles and pay supplements to teachers based on teachers' demonstrated effectiveness and the
assumption of additional responsibilities.

SECTION 8.7.(b) A teacher, for the purpose of this pilot, is a certified teacher who
works in the classroom to provide instruction and who is not instructional support personnel.

SECTION 8.7.(c) Supplements paid for the purpose of this initiative are in addition to
salary earned according to the North Carolina School Personnel salary schedule and other
applicable local and State supplements.

SECTION 8.7.(d) Management. — The State Board of Education shall administer and
have complete governance over the program, working in cooperation with the North Carolina
Department of Public Instruction, North Carolina universities engaged in teacher preparation,
elected officials, business leaders, other organizations and entities supporting educational
excellence, superintendents, and principals and teachers in affected schools. The State Board of
Education may allocate up to five percent (5%) of an approved individual grant for technical
assistance, to the local school administrative unit for the purposes of implementing the local pilot.

SECTION 8.7.(e) No later than June 1, 2016, the State Board of Education shall issue
a Request for Proposals (RFP) for local boards of education to develop advanced teaching roles. In
the RFP the State Board of Education shall establish minimum requirements for advanced roles
for classroom teachers. Local boards of education shall submit a letter of intent no later than
August 31, 2016, that shall focus on the capacity and commitment of the local school
administrative unit and the local board of education to develop advanced teaching roles that meet
the requirements of subsection (f) of this section, as demonstrated by prior local efforts to advance
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teaching excellence such as on-the-job development for teachers, teacher leadership, or innovation
in school design; and by indication of willingness to reallocate funds to pay at least the minimum
supplements as described in subsection (h) of this section. Draft plans shall be submitted to the
State Board of Education no later than January 20, 2017. The State Board of Education shall
approve plans as soon as is practicable for implementation in the 2017-2018 school year.

SECTION 8.7.(f) Requirements for Advanced Roles — Advanced teaching role plans
developed by participating districts must meet, at a minimum, the following criteria:

1)

)

Advanced teacher role eligibility and duties. —
a. Enable eligible classroom teachers to progress within their careers by
assuming advanced roles that:
1. Include accountability for student growth as the teacher of
record of all students served by a team of teachers; or
2. Include accountability for student growth as the teacher of
rec